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The measurement of transaction cost is a serious problem for scholars who work 
on transaction cost theory or transaction cost analysis. On the one hand, the 
weakness of being accurately measured makes transaction cost theory abused in 
different ways; on the other hand, it is really a tough mission to find out proper ways 
to measure transaction costs. In order to keep the explanation power of transaction 
theory, more and more scholars have paid attention to this difficulty, with more and 
more achievements made by scholars from different areas. Nevertheless, the 
characters of transaction costs make it impossible to be roundly measured.   
In this article, the development path of transaction cost theory, the using of this 
theory in policy making and the fruits of transaction cost measurement study will be 
reviewed. On the basis of all the abundant achievements, this article aims at 
searching for a feasible method to measure the transaction cost in policy making. 
Policy making which is a dynamic process, is a complicated stage in the whole 
policy process. There are many different political activities in this process, all of 
which focus on the result of policing. Transaction costs come right from these 
activities. Therefore, a clear understanding towards various transaction costs 
occurring in different activities is quite necessary for measuring them in a more 
accurate way. In the light of John W﹒Kingdon，this article will separate the 
policy-making process into three stages, and then define information cost, labor cost, 
time cost, supervisory cost and obstructive cost as variables of the whole transaction 
cost of policy making. By building a model, transaction costs in each stage will be 
measured and sum up in the end. Although I try hard to include all the transaction 
costs in the calculating model, there still are parts of them which are difficult to be 
defined and quantified. In addition, because of lacking data support, the measuring 
method provided here needs to be examined and amended in further studies.  
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